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Business Fluctnations:

CYGLICAL fAuetuations in the na-
tional output generally center in sub-
gtential messure in investment outlays
ard consumer purchases of durabla

goods. Domands in these key markets:

arz in part postponable, and depend
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Influence of

Personal Credit Buying and Saving

lnvgaly on anticipations 28 to needs,
prices, and imeome: and on available
financing. The laet involves the pur-
chasers’ necsss to capital funds—their
own and others” savings, or deposit
eredit from the banldng system.

Finanecial conditions are especislly
important in connection with personal
buying of investmaent goods, » segmeant
which accounis for elose t¢ 50 percent
of gross private domestic investment,
and to & lesser axtent in the purchasing
of durable consumer goods. Becnuse of
the limited resources of the individual,
buying is conditioned o & very sub-
stantial degree on the avanilability of
credit, and is of particulor interess from
the standpoint of an soticyelical mone-
tary and credit policy.

Persons’ investment buying and bor-
rowing are shown for the postwar period
in the aceompanying chart, which
presents them in tbe framework of o
summary sowrces-ond-uses of funds

stafement. This chart brings out in
striking fasbion three major financial
developments which have featured the
past decade and a half—the rise in the
role of credit as a fund source, the con-
comitant increase in the volume of debi
amortization eommitmenta which must
be met in any given period, and the
remarkable stability of personal saving
over the wild business eycles that have
been experienced.,

This review deals with certain as-
pects—mainly crelical—of these devel-
opments. Individuals’ use of eredit is
apalyzed first, in Telafion to shifis in
the current fund seurces of lending
inssitutions; second, financial saving by
persons i ocutlined in terms of s
gychical behavior and composition; and
finally, the postwar relationship of total
personal savimg t0 geperal Fnancial
conditions ¢n the one hand and to
personnl income on the crtha‘r is com~

gid arpd.

Ivesiment and Use of Crei S

A NEW high for business in 1960 was
marred by 8 weakening in the latter
part of the yenr before a full cyelical
expansion had been accompliched. Per-
sohel investment totaled $36 billion,
but ‘was not an espevially strong factor
during the year, New housing starte
declined rather steadily—ebarply at
vear-end. Buying of plant, equipment,
and inveniory for poncorporate busi-
nesses wWas irvegular; it contributed to
business axpansion in part of the yenr
but demand turned downward in the
late monihs.

A considarabls part of the funds in-
vestad by persons came out of eavings,
But ng usual the larper part was hor-
rowed, under finnneinl conditiona which
were somewhat Testrictive.

The tremds of investment and the
related borrowing over the postwar
period are shown ia teble 1, which elso
Mlustrates the varying cyclical relation-
ships in this period. Personal invest-
meant outlays are seen to have risen in
times of geners! cyclical mntrnctrmn-
From 1953 to 1954, and agsin from
1857 to 1958. These were permda when




Aprit 1081

other components of gross private do-
mestic -investmant declined, ecarrying
dewnward tha national totals of such
jprestment.  Credit eonditions were
aasing in each cuse, howaver, and per-
gonal business nod residential borrowing
agxpanded more than enough to financs
! gnins in noncorpurate ¢apitsl purchuses
- pod housing construction.

The reverse patfern is sean in the
years when the economy neared cyelical
neaks, #s in 1052-53, 1956-57, wad
1950-60: Dorrowing declined and per-
soiz] invesiment ceased {o expand.

In this ares of complex intersctions
and limited statistical information it is
hard to diaw fim condusions about
gasval relationships. From the facls
reviewed below it appears, however,
that the variation of credit nvalability
has been o major anticydical weapon in
situntions where basic demand bas heen
swwong and the supply of loan funde the
Kiniting factor.

The ecountercyelies]l swings in the
supply of credit have a threefold oripin:
Public monstary and credit policy;
ghifts in the demands of individuals and
others for the lender inetitutions’ de-
posit lighilities; and the changing atii-
tudes of corporats and other borrowers
toward debt finzncing.

The effacts of anticyclical inorease in
the ecapgcity of the banks to expand
deposit cradit, it may be noted, are fele
only in part in the improved availability
of funds for pereomnal investment. A
considerable share of the expansion
tends to be offset by the shift in the
Government’s fund market position
from that of a net supplir at the
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eyclical pesk to thet of borrower in the
trough,

The Housing Market

Tha purchase of & house is o mujor
investment. With the price. often
ranning two to four times the buyer's
snoual incoms, such outlays are fi-
naznced by the use of previously accu-
mulsted savings and by borrowing, The
homebuayer's previcus saving plays a
major part io finencing some house
sales, and some rols in virteally all suck
trangactions. Mortgage credit, how-
ever, is the principel element.

Loan financing hes been particularly
eruciel in the lower middle prica
brackets where the mass market for
new housing hes been found. Many
new tract houses have boen finenced
by mortgnges ranging from 85 percent
upward to not far from 100 percent of
initial nonssttlement cost. Mortgages
on more expensive new residences have
tended to average two-thirds to thyvee-
fourths of purchases price.

Growth i eredit

Ona of the basic slements in the evo-
lution of the eurrent state of residential
cradit is the continiing appreciation in
residantial property values which hapan
with the war, in large part in reflection
of the peneral infiation in the seonomy,
To date this rize has been more than
sufficiant to cover depreciation charpes
on ab avarage house buili at slmost any
time during the past generation and
bavond. TUnder thess ronditions, the
purchase of a residence on eredit hss
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in general proved to be a successful
move financially, and the residential,
morignge has proved ndeguate a5 se-
curity for the loan involved. Tha im-,
pact of rising market velues on the
volume of crodit emploved, moreover,:
hnz been augmenied by the progress
sively higher debt-value ratiog which
they bave rendered acceptable to len-
ders on any given iyps of lum:l—con-
ventional, FHA, or VA,

Besides making new houses more at.~
tractive from an investment standpoint:
and credit on tham ecasler to obtain,
these developments had the effect of
providing many owners of ofder housés,
with the downpayments required: fon
new ones.  In recent years nearly halfl
the families that purchased new dwell~
ings bhave moved out of older p‘rop-
erties of thewr own.

Also contributing to the expnnded 113;5
of mortgage cradit, and hence to this
market for housing, have bean two sats
of major {echnical developments. The
Liquidity of mortgage portfolios bas beeh
improved By the increasing prevalénce
of amortized mortgages and of Govern-
ment inspection guaranteez, the de-
valopment of a national market for
Government-underwritten loans, and
the making of a zerondary mnarket for
such paper by tha Federal Nntmnnl
Mortgags Association.

At the same time, the needs of insti-
tutional mortgage lendars for liguidity
have been ecased by Federsl gunrnntea
of bank deposits and of savinga and loan
ghares, which reduced the vulnerability
of these insititutions to withdrawal rune,
and cthe use of Federsl Home Loan Bank
advances to carry savings snd Joso
associations over temporary fund strin-
gencies.

The pmgrmmva hheralization of murt-—
age cradit sinee tha late 19403 is re-
flected in the rising length of Inan terms
to maturity and the declining down-
payment reqoivements shown in ¢he
iower pouel of the chart on page 16,

Anticyelical role

Dhwing  the recession phasa of
business activity, the overall demand
for loan funds for all purposes dedlines.
At the sama tima thke supply available
to  financial intermediaries shifis
upward, owing to the anticyelical easing
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in the Government’s monetary and
eredit policy and the expanded inflow
of personal saving. In the postwar
period =uch changes have had an
impact on mortgase lenders’ policies
in terme of reduetions in downpoay-
ments required, sxtensions of scheduled
maturities, lower interest rates, ond
wider acceptobility of marginal types
of mortgage investments.

{Changes in prevailing downpayment
requirements from year to year have
amounted recently to as much as $500
on  average-priced houses; ond  the
widespread practice of mcluding part
of any morignge discount in the settle-
ment charges has led to fuctuatons
of up to 3200 in these charges o3 the
discownt hos vevied ower time. The
lengthening of amortization periods
and the availshility of lower interest
rates have together affected schedules
of debit service charges by as much as
$5 to $10 a monch,

All these qualitative and quantitative
changes have bad their affeet on pros-
peetive home buyers in the marlket.

POSTWAR STRENGTH IN THE
HOUSING MARKET
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The gvailebiiity of comstruction leans
has likewise warisd countercyelically
with eredit sonditions, so that shifts
in final demnand eould be meat prompily
and to =ome extent aven provided for
n advence by constraction nctivity.
The effects are clearly apparsat from
the anmupl datn shown in the chart,
and amerge strikingly in the gquarteddy
statiztice. In the first four quarters
after the recent troughs of genersl
business, residential building aetivity
firmed while most other ¢ycle-sensitive
components of national produaet were
siill weak, and moved up as follows:

Inorease over four-practsr period
{ A ntugnd Tabn bo bHIkens of Aofiong

From traugh of—
L 5
1954, e e aees )
1958 T 1174

In the cwrent Tecession, no corre-
sponding rize of homebuilding has yet
developed. The sglide in applications
for Government backing bhas been
checked in recent months, however,
and the lateat move in the zigzag course
of new etarts has been in an ypward
direction.

Downturns of housing expenditures
in mid-1%56 and mad-1959 led the
eyelies]l tums of general business by a
wanr or mors, Building eotivity veaked
out in 1M8 and 1953 at about the
sam¢ time a3 gross national product,
starts having of course furned dowzn
befors GNP in ench caza,

In evaluating the postwar experience
of varishle mortgnge eredit conditions
a3 a weapon against the business eyele,
sceount should be taken of some longer-

term factors which have been pradually

changing over this peried. QOne of

theze factors iz the size of the marlget
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which still remains uneapped and can be
opened up by » further sasing of aredit.
This potentisl market has almost eer.
tainly heen reducad since World War I

. 28 loan-velue ratics hove edged up-

ward and postwar barcklogs of needs and
waves of family growth and soburban.
ization have leveled off. A maximum
practicable saging of terms from their
present state probably would not
bring sp many additions! buyers into
the merket this year as could have bean
brought in by such an ensing in the
conditions of 5 or 10 years age. The
credit  “elasticity” of demand thatb
remains is currently being tested, is
lazt year's stringency of mortgage funds
tepers off, .

Noncorporate Investment

Plani snd equipment investment and
inventory requirements for the farm
and nonfatm entarprises of individuals -
and for nonprofit organizations moved
up sharply in the early postwar yems,
spproximating $15 billion in 1950.

The experience of the 1950%s fentured
a moderate uptrend centering in busi-
ness plant and equipment outleys, and
& series of chorter term ewings. As
may he seen in the third line of table 1,
these swings contributed several biilion
dollaxs 40 the GNP advences of 1958-
50, 1854-55, and 1949-50, There has
heen a decline sinee 1080,

The Huctuations of bponcorporate
buaying shown in the toble ara largely
tracaable to cyclically associated move-
ments in spending of nonferm entor-
prizes. Thess movements wers offset
in some years. by countercyelical
changes in form investment, and wate
limited to some extent because of the
concentration of noncorporats busi-
nesses in trade and service ines which
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are Dob very sensitive to eyclical
ﬂhThﬁ role of eredit availability in the
gwmgs in mwveatment of these enter-
prises iz hard to evaluate from the
limited statistical information at hand,
tut is no doubt important.

Asin the ¢nse of residential construe-
tign, outlays have apparently tended
to fiom as eredit has eased in recessions,
and hawe then moved up to early peaks,
| gurning down thereafter eonsiderabliy
shead of declines in general business

WE TUEN now from investment to
coneumer purchasing of durable geods,
where credit selling is also a mejor
factor.

While the supply of funds for personal
investment hes fluctuated considerably
jr recent years, consumption losn fonds
have not been in particularly short
supply ot any time since World War IL.
A heavy gross flow of cash from indi-
viduale repaying consumer debt bas
been available for relending; by tvrning
these funds over 1.1 or 1.2 fimea an-
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activity. This paltern hes emerged
more eansistently in nonfarm than in
farm spending, the lntéer having been
much affeoted by income changes in
certain years and steadied in other
pariods by the continped risze in the
vilues of land and strustures.

Az eredit ¢onditions tightensd over
the postwar period, noncorporate busi-
nesaes utilized a rising volume of shoré-
term credit ¢o finanee longer term in-
veatments as well ag to cover & maderate
inventory buildup.

Censmmer Durables
Puechasing and Fintnce

iures for new autos, The use of credit
for household durables is also prowmi-
nent,

Apart from any questicn of fund
supplies avallable, the prachicel limits
to easing of downpayment and term-to-
maturity standards have been extended
in the case of housing eredit by the up-
trend of realty values. In the case of
consumer—especially aute—borrowing,

17

by contraat, the trend of walues has
been such as to narrow these limits.
Dvuring the middle 1950's the growing
stock of used cars gradually overtaok
the demand. The consequent fall in
used-car valoes, relstive to new-car
prices, was directly reflacted in the
rtio of rapossesgion value to sales price
of new autos, and hence in praciical
himits to the easing of terms.

Consumer lending, on the other hand,
has been encoursged much more than
has mortgnge lending by the prevalence
of high yields and by competitive
prassuras o sell goods.

Under the recent-year circumetances
the tendency bas been to make con-
sumer credit available on terms which
bove been little affected by year-to-year
changes in general financial conditions,’
As indicated I table 2, reduciions in
the fund =ources of the major inskita-
tional lenders such as ocourred in 1952-
5% and 1958-549 have not been reflocted
in durable-goods credit extensions, nor
bave the sharp increases in fund sup-
plies which have come In 1954 and
1958——and sgain in the current period—
heen accompanied hy corresponding

Table 3.—Financial Amet Accumuintion and Debl Dperetions, 1946~60
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advances in credit buying. Tlee of
credit hss apparantly fluctuated in
response to the complex factors deter-

SURVEY OF CURRENT BUSINESS

mining goods demand, rather than the
availability of fynds being iiself an
important eaias of market awings.

Financial 3aving of Individuals

THE proceding sections have deslt

with persomal outlays for investment
roods and more briefly, with apending
for comsumer durables. These have
been censidared In the financial context
of the borrowing done and the down-
payments met out of the buyers’ liquid
azeats at the time of purchase.
. In ths longer run, the finencial re-
quitements involved are generslly cov-
ered by the buyers’ financial saving out
of income—the asceummlation of banlc
deposits and oiher claims prior o the
purchaszes, and Tepayment of debt after-
ward, which are reflected in table 3.

At any given time, however, the plans
and motivating cireumstances which
underlis the current flow of financial
saving may be largely independent of
those which underhie the current ex-
penditore out of savings to purchase
goods. The two are combined in the
measure of total personal saving which
js discussed in the concluding section
of this grticle, but financial saving will
be considered seporstely first.

Besides debt repoyment the media of
financial savipg inelude savings and

PERSONAL INCOME, PERSONAL
TAXES AND DEBT SERVICE
PAYMENTS®
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demand deposits, insurance and peasicn
vighta, morketable securities, maort-
goges and other elayms of waricus sorta.
Though debt rativement and esset
acquisition affect opposite sides of the
balanee shest, they are both forma of
saving inasmich as they absorh enrrent
inecome and inereass net worth.

Thies flow of loanabla funds has risen
comparatively steadily over time. Some
components bave expanded much more
rapidly then others, as table 3 shows,
with significant eonsequences for savers,
institutional lenders, and the users of
credit. The shifte and some of the
conseruences are reviewed briefly be-
low. -

Debt amertization paymentz have
increased sieadily in importancs, snd
these have bezen littla affected by the
mild postwar swings in business. The
ennnal ingrements of insurance and
pension funds were alsg stepped up
mora or less smoothly, though at a
lesser pace. The rate of rise in deposits
and security holdings showed an up-
trend similar to that in insurance and
penzion saving, but with marked swings
during the cycles, Theee swings domi-
npted the course of total financial
saviog io the ¢yeles, and made it & force
for credit easing in recession and
tightening in the later stages of business
expansion.

Contractual saving

Debt nnortization snd insuranes and
pension-fund snving are broadly similar
in that the amounts eo seved normally
depend less on short-run conditions and
piiitndes than on previcus commib-
ments which the saver hag considarabla
ineentive to honor. This characteristic
was reflacted in the relative stendiness
of their growth duriag the mild e¢yelical
fluctuations of the past decads and &
half.

By comparison with mest other uses
of dispsable incoms, contractanl sav-
ing and the related item of debt interes:
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may be considered ns having & speciy)
and prior claim. Like tox liabilities
thouph less certainly, these precommig.
monts tend to reducs the amount of
euitent income the individual regard:
ag available for spending.  Tha postwer
growth of eontractual saving and debt
interest has been largs enough to haow
an nppraciable efiect on current spand-
ing decisions,

The “burden’ of debt service is dug,
of course, to the stepped-up use of
credit, and s dampening offect on the
GNP cen be more than offset by the
new borrowing power associated with
it. As has been seen, under the prosper-
ous ecopomic conditions of the postwar
perickl as o whole the availability of
credit has made for broader markets.
Bosic demsnd conditions have been
favorable, and conswmers have gene-
ally been willing to underiake fixed
ohligntions.

Debt repayments

Payments on consumer inetallment
debt are enrrently falking vver 13 per-
eent of disposable income ag spminst
fi-8 percent in the late forties.

Commercial benks and finance com-
panies are the principad holders of
consumer credit, and the steady flow
of such repzyments not only nffects
their loan policiea but aleo contribotes
to the countercyeclical changes in the
lending power of the bapks, the exces
or shortfall of new loans as sgninst
repayments gensrally being reflected in
the bank dabs of the finance companies.

Martgaze payments, including in-
terest charges, rose from 2§ percent
of dizposable personal income in the
Jate 1940's to around 5 percent lost
Fear.

The dow of auch payraents 1z hesviest
into savings and loan assqcintions,
which necount for two-fifths of the
total. With their alternative fund
outlete quite limited, funds paid in to
the associations tend 6o reenter the
real estate markat. _

The inflows {o life insurance corrers
and commercial banks are also large— |
egch of these groups receiving arcund
15 percent of all 2uch payments.
These institutions deal with & varictf
of borrowers, and their receipts ob
mortgages tend to esse credit svail-
ability in general. The carmers’ i
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restment portfolics consist in large -

part of longer term oblj.ga.hnns while
the banks are mora active in short-
torm lending. . .

Life insurance and psmi:mfunﬂs:

The aggregate pmount saved esch
year through insurance .and pension
plans” bas shown an uptrand over the
postwar period about in ¥ine with that

of disposable income. Buting the past
deende, the stepup bos been due
cotirely to the rapid rise of pension
plans, which now agecunt for around

- fliréo-fifthe of the ecombined total of
such saving annuslly.

Pensien plans bave inereased sharply
in number since tha end of World War
IT, and in this period persomnl saving
throtgh. such plana rose o less than
%1 billion anoually to well over %54
billion. In recent yenrs pension fund
trustess {other than insurance earriors)
Lknve channeled aroond half the net
inflow to thesa funds into purchasa of
common stocks, with the halance being
imvested pomerily in corporate bonds.

The stable volume of saving through
life insurance and the carriers’ generally
moderate pariicipation in the pension
reserve buildup have besn reflacted in
relative stability in their pet new
lending for the past 7 yemrs. With
afferings and yislds of Government and
businesy obligations rising, this stabilicy

Personal Saving, Credit,

THE precading sections have dealt
separately with individusls' financial
E4ving and with their use of loan and
equity capital in the markets for goods.
When the aubstance of these separate
discugsions is brought together, it is
seen to cast considerable light on the
fingncinl-market role of personsl saving
85 defined in the pational income
accotnls.

Financial effects of personal saving
Parsonal saving is shown in the chart
on this page 22 the income laft after per-
epnsl taxes hove besh paid and con-
symption expenditures made. In table
1, such spving is shown in terms of the
lorms it has taken. The relevant gon-
eral distinetion here is that betwean

SURVEY OF CURRENT BUSINESS

mesnt & cuthack in the insurance com-
panizs’ participation in the home mort-
goge market,

" Other financial assets

Persons’ acquisitions of other finan-
cial assets-—comprising currency, de-
posits, and securitiecs—have moved up
' quits marlkedly from the Yery low lavels
of tha immediate postwar era, and last

" year apgregated some $14% billion.

The element common to all this wide
spectrum of fmancal instruments is
their immediste nvnﬁn.hlht-j.r and dis-

posability. :

On balance, the cumposlt.mn af such
saving bhes tended to shift over the past
decade and a half away from fixed-vajue
cloims and towsrd msrketabls securi-
ties, which offer higher yields or pros-
pecis of capital appreciation. ‘Within
both, catagories thare has alsc heen a
move toward higher-yielding types.

Among fixed-value colaims, saving
and loan shares woved up in sawvors'
osteem. While the yield differentials
favoring these over other savings de-
posits have narrowed considerably du-
ing the past decade, the associations
still offer relatively fzvorable terms,
and bave condinued to benefit from the
tendency of prospective homeowners to
put their savings in institutions which
specialize in home ficanciog.

and Disposable Income

“raal” media of saving—ie., invest-
ment goods—and financial media,

The purchase of investment goods
typically operates to reduce the supply
of potentially }eanahble funds.

{Consumer goods buying alse involves
drafts on the finanoizl markets, at least
equal to the sums actanlly borrowed,
and greater il downpayments ere ob-
toined by selling securities or lquidat-
ing other acoumuleted pasi savinga.
Tha conventional national income ac-
counting assumea thot cash purchases
and downpayments represent consump-
tion rather than eapita] trenssctions; it
should be noted, howevor, that even
purchases thet ave clearly of a con-
sumption character genarally inwolve
drafts on the supply of credit whken thay

DISTRIBUTION OF PERSONAL "

INCOME AMONG TAXES, Cﬂ

SUMPTION, AND SAVING, l?ﬁﬂ"
OF the Tetal Parsanal Income. af
$404 Billion Henrly 12% Percenl’
* Went for Taxes, &% Parcant fFor -7
Saving, and 31 Perzent Want hr R
Consumer E:uptndliuru o

. 3. Bop

af < o, CHficn of e B . L
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are financed from past savings or bar-
rowings. But as peintad ont in the ssc-
tion on the buying of consumer durable
goeds, and evident from the lower part
of table 3, the borrowing and repay-
ments tend to be largely from a re-
volving pool, changing in size over thma.

Deslings in land and used tangilsle
asepte are like transactions in finaneial
instruments in that—apart [rom the
capital gains reslized—one form of cap-
ital is exchanged [or another with no
nat effoct on the stock of loanshle fiunds.
In mwost postwor years, howevar, very
large capital gaing (not included in na-
tional income accountiog) bave hean
realized from tradiog in suck aesets.
Tha buyers eapite]l funds go in this
cage to o seller who may well treat them
in part as income, snd such & fraatment’
absorbs finsncial capital just as does the
purchase of new investment goods.

As has already been pointed out, the
presence of capital gzing wheiher real-
ized or umrealized has progressively
etrepgthened tbe position of the ownara
as credit risks, It has not increased the
lending power of the financial systom,
however. This disparity of effect has
been one of the facters in the gradual
working off of the great Jiquidity which
charactarized the economy in the enrlier
postwar period.
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Finaneial aaving hes an effect oppo-
sita to that of “resl’” saving, of course.
It adds to the supply of loanable funds
in the ways detailed above.

In the 1950%, as may be seen from
the last line of table 3, individuals’
financial saving generally supph&d more
eapital funds than were required to
dinaoce their iInvestment goods and con-
sumpiion borrowing put togethar. The
et effect of personal saving, in other
words, was to facilitate borrowing by
business and Government s2 well as
jodividuals, This effect was especially
substantial in
when demond for funds wes pressing
atrongly against aveilable supplies and
monetary policy was generally restrie-
tive. In periods of prosperity with
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Table &.—Fersonal Saving and [uvestmaent and Related Finanelal Flowas, 1946-59
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grezter financial eaze such as 1943, 1950,
and 19355, persons’ financisl saving fell
short of the loan fund requirements of
personal investment snd consumption.

Income and soting

The common observation thet tke
perceniage of income saved drops
sharply in economic recessions and
rises with good times has heen appli-
cable o the naticoal economy as a
whole—including corporations and Gov-
srament—but not to the experience of
copsuiners in this period. The swings
in parsonal incorne during racent cyeles
have besr mild, and those in personal
saving corvespondingly limited. The
lagmmg adjustment of consumption
standards to chaages in income has
been less evident in the saving renord
for thiz period than has the imapret of
swings in credit purchasing of new cars.

This stabilify has heen possibla be-
ecanse the incomae sffeciz of ontput
reductions and expansionz have can-
tered on corporate ewnings and the
fizeal position of the Governtment rnther
than on conenmer buying power,

Income of wage and zalary workers,

tke largest element in persopal incoms,
has been shielded from ihe immediate
effects of production swings by contrac-
{uad asrangements as io pay raies, a
bigh apd rising proporifon of salary
payments in the total, unemployment
benefits, and other factors.

Bince cyclicel changes have been most
promounced by far in certaia major in-
dustries where the corporate form of
organigation predominates, the greatar
etability in payroll costz hes meant that
corporate profite have borne 2 larger
share of the ¢ycliend movements in
aational income.

Corporate income tax rates averaging
sround 50 percent, and dividend pay-
outs baing stsble, about half of the
changa i corporation earnings was seb-
ernlly earried through to undistributed
profits. The remainder was reflected in
tax yislds and hence entered fhe Federal
surplus or deficit, along with unemnploy-
ment compensation cailayz and other
countercyclical items of Government
expenditure. With these stabilizers in
operation, personal income moved up
more steadily in the 1950 than in any
recorded prior period. ’




